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In the Matter of the kppeal of )

LESLIE R. AND JEAN B. GLAZE

Appearances:

For Appellants: L e s l i e  R. Gleze
in pro.  per,

For Respondent: Lawrence C. Counts
rissistant Counsel
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.  This appeal is mad-2 pursuant  .to section 18594 02 the
Revenue and Taxation Code ZYO~ the action of the Frmchise

. Tex  i3oard oil the p~otzst of Leslie 2. and  Jean  3. G laze  egzinst
a proposed assessment of ao’~itional  peysonal income tax in
t h e  amount of $248.20 for  the  year  1951. ,

In 1951 a pinspo tter mschine w2s installed in 2
b u i l d i n g  o p e r a t e d  ns .z bowling alley by app.ellents. T h e
p i n s p o t t e r  w e i g h e d  ~_bout 1,5L10 pou:d~ md. the cost oZ instzi-
l a t i o n  w a s  .%,960. Xpp:eliz.nts  Vere l e s s e e s ~2 the building
a n d  211 equipmilt, inciuding the  p inspo t t e r . The buLLGing ~2s
leased for ten yczrs with trdo 5-year  opt ions , The pinspotter
was leased for ten years 02 unt i l  one  mi l l i on  “litles’1 3e.r.e szt,
whichever occurred  Zirs t , <LppeLlznts WE';':?  charge< separately
for t h e  labo-; 02 instal l ing the pinsDotter..
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The issue -presented. is whether labor charges paid
by lessees  for  instal lat ion of  a leased pinspotter on leased

_J premises should be capitalized or whether they are deductible
as an expense in the year of installation,

Section 17202 of the Revenue  and Taxation Code allows
the deduction of “all the ordinary and necessary expenses paid
or incurred during the taxable year in carrying on any trade, .o r  ousiness. I’ Sect ion 17223, on the other hand, prohibits the
deduction of “any amount paid out for new bclildings or for

permanent improlJemsnta or betterments made to ‘increase the
va lue  0E ‘any property or sstate.”I

Federal cases interpreting statutes substantially the
same as those a:hich concern us here have held that the following’
costs were capital expenditures to be deducted ratably over the
extended periods to vlhich they related yather than entirely in
the years the costs were incurred: a  lessee’s cost of improving

-3 l e a s e d  p r e m i s e s  (=f~ v. Gntral Railroad Co.,  258’ U.S. 55
(69 L. Ed. 846)); the cost of installing an improvement on the
property of another pers on \;hich resulted in an economic benefit
to the taxpaye r ’s  b u s i n e s s  b e y o n d  the texa’ble year (FZII ?\iver,
G a s  Applia,nce C o . ,  4 2  T.C. G50, aff’d, 349 Z’“. 26 jl_j); a n d  t h e
cost of a leds=r license to use patented machinery over a
p e r i o d  o f  y e a r s  ( H .  Ycndrich, Inc. ,  3 3.T.A,  7 7 ) .

\,hether t h e  c o s t  t o zppeliants o f  ins ta l l ing  the
pinspotter machine is .regL:,-ded as- the cost of improving leased

_ premis.es o r  a s the cost 05 obtaining the use of the pinspotter
machine, -it resulted in a benefit to the taxpeyer’s business
which extended over a period of several years. based on the
facts  before  us ,  >Je be l i eve rC2SpOECiZIlt  properly considered the
cost as a capital expendi ture t o  b e  dzductec 0.~1: the  extez:o’ed
period to which it related.

0 R D 2 XI--___

Pursuant to the vie?;s expressed in the opinion of
the  board on f i le  in .  t-his p r o c e e d i n g ,  2nd good cause ~:p~c~::Lr,g

thzrefoi-,
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IT IS HXKiG3Y OX2XW3l, LDJUDGZ:T)  AKD DXXGD,  pursuant
to section 18595 of the i'\eveiTue end Taxation Cotie, that the
action of the Franchise Tex Btiard on the protest of
Leslie X. 'and JsGn sj, G’lzze agsinst 2 propose6 hssessment of
additional personal income tax in the amount of 3242.20 for the
year 1951 be and the sc-me is hereby sustained.

of 0
Don e at Sacrarxento , California, this 6th day

ctober > 196G, by the State Eoard of Qualization.

Chairman
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Piember

Member
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-- , Member

ATTEST: -, Secretary.-
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